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INDEPENDENT AUDITOR’S REPORT




DS Rostagno, CPA, P.C.

101 West Maple Street, Iron River, MI 49935
Tel (906) 265-1040 Fax (906) 265-1042

Honorable Supervisor and Township Board
Township of Stambaugh
Caspian, Michigan 49915

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and aggregate
remaining fund information of the Township of Stambaugh, as of and for the year
ended March 31, 2005, which collectively comprise the Township's basic financial
statements as listed in the Table of Contents. These financial statements are
the responsibility of the Township's management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America, and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. an audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant
estimates made by the Board of Trustees, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund
information of the Township of Stambaugh at March 31, 2005, and the respective
changes in financial position and cash flows thereof for the year ended, in
conformity with generally accepted accounting principles in the United States of

In accordance with Government Auditing Standards, we have also issued our report
dated July 20, 2005 on our consideration of the Township of Stambaugh's internal
control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grants.

The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing
and not to provide an opinion on the internal control over financial reporting or
on compliance.




That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with the report
in considering the results of our audit.

principally of the inquires of management, regarding the methods of measurement
and presentation of the required supplemental information. However, we did not

statements. The combining and individual fund financial statements are Presented
for the burposes of additional analysis and are not a required part of the bagic
financial statements. The combining and individual fund financial statements
have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material
reéspects in relation to the basic financial statements taken as a whole.

Dianne S. Rosta no

DS ROSTAGNO, CPA, P.cC.

July 20, 2005
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financial statements, and required supplementary information. The basic financial statements are comprised
of three components: 1) government-wide financial Statements, 2) fund financial statements, and 3) notes
to the financial statements, This report also contains other supplementary information in addition to the
basic financia] Statements themselves.

Government-wide Jinancial statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Township's finances, in a manner similar to a private-sector business.

activities). The governmental activities of the Township include general government, legislative, public
safety, public works, Township property, and culture and recreation. The business-type activities of the
Township include Water and Sewer utility service.
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Fund Financial Statements

Tesources, as well as on balances of spendable resources available at the end of the fiscal year. This
information may be usefu] in evaluating the Township's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial Statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. In order to provide the reader
with information to better understand the long-term impact of the government's near-term financing
decisions, a reconciliation between the government-wide financial statements is included as part of the basic
financial statements.

Individual fund data for each fund is presented separately in the “Other Supplementary Informatjon”
section of this report.

The Township adopts an annual budget for its general and other governmental funds, To demonstrate
compliance with this budget, a budgetary comparison statement has been provided for the general and other
major governmental funds, and is included in the "Required Supplementary Information" section of this
document.

STAMBAUGH TOWNSHIP
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Proprietary Funds

report the same functions as the business-type activities in the government-wide financial statements. The
Water and Sewer Utility Funds are presented separately in both the government-wide financial statements
and the fund financial statements. Enterprise funds are used to account for operations very similar to
business enterprises, where the intent of the governing body is that the cost of providing goods or services
to the general public on a continuing basis be financed or recovered primarily through user charges.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
The fiduciary fund for the Township is the Tax Collection Fund. Fiduciary funds are not included in the
government-wide financial statements because the resources of those funds are not available to support the
Township's own programs. This fund is presented separately in the fund financial Statements section of the
basic financial statements.

Notes to the Financial Statements

information that is essential for a full understanding of the data provided in the government-wide and the
fund financial statements.

Supplementary Information

comparison schedules for the General Fund and the Township's major special revenue funds as presented in
the governmental fund financial statements.

A separate financial statement for the Township's non-major governmental funds is also included in the
Other Supplementary Information section of this document.

10
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Government-wide Financial Analysis

In time, net assets of a governmental entity may serve as a useful indicator of the government's financial
position. In the case of the Township, assets exceeded liabilities by $ 974,849 at March 31, 2005.

By far, the largest portion of the Township’s net assets is its cash and cash equivalents. In addition, a large
portion of Township assets are held in its investment in capital assets (land, buildings, infrastructure,
machinery, and equipment), less any outstanding debt related to the asset. These capital assets are used to
provide services to citizens and are not available for future spending. At March 31, 2005 the Township

External restrictions of the Township's net assets Tepresent resources subject to existing external obligations
or programmatic control on future use. The remaining balance of unrestricted net assets of $ 677,989 may
be used to meet the Township's ongoing obligations to citizens and creditors,

Total net assets in excess of liabilities at March 31 for the governmental activities and business-type
activities were $ 818,784 and $ 156,065, respectively.
Summary of Net Assets
The following summarizes the net assets at fiscal year ended March 31, 2005.
March 31, 2005

Primary Government
Governmental Business-type

Activities Activities Total
Assets
Current and other assets $ 697528 $ (1246) S 696282
Capital assets, net 139117 163304 302421
Total Assets $ 836645 $ 162058 $ 998703
11
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Government-wide Financial Analysis (Continued)

Summary of Net Assets (Continued)

March 31, 2004
Primary Government
Governmental Business-type
Activities Activities Total

I} ] 0 0 \ \ -
Liabilitieg
Long-term liabilitieg $ 0 $ 0 $ 0
Other llabllltles 17861 5993 23854

Total Liabilitieg 17861 5993 23854
Net Assetg
T .
Invested in capital assets,

net of relateq debt 139117 163304 302421
Reserved 1678 (7239) (5561)
Unreserved and undesignateqd 677989 0 677989

Total Net Assetsg $ 818784 $ 156065 $ 974849

March 31, 2005
Primary Government
Governmenta] Business-type
Activities Activities Total
REVENUES
Program Revenues
Charges for Servicesg S 11160 $ 144533 s 155693
Operating grants/contributions 16408 16408
General Revenues
Property taxes 60030 60030
Other taxes 23122 23122
Unrestricted grants 86788 86788
Other 3658 4165 7823
Total Revenues $ 201166 $ 148698 $ 349864
12
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Government-wide Financial Analysis (Continued)

49915

March 31, 2005
Primary Government

Governmental  Business-type
Activities Activities Total
EXPENSES
General government S 72814 S S 72814
Legislative 17400 17400
Township property 29939 29939
Public safety 20460 20460
Public works 105107 105107
Cemetery 9984 9984
Culture and recreation 0 0
Depreciation 5926 5926
Total governmental expenses 261630 -0- 261630
Business-type activities:
Water 107439 107439
Sewer 6704 6704
Total business-type expenses -0- 114143 114143
TOTAL EXPENSES $ 261630 $ 114143 $ 375773
Increase (Decrease) in net
assets before transfers (60464) 34555 (25909)
Transfers - net ~-0- -0- -0-
Increase (Decrease) in
Net Assets (60464) 34555 (25909)
Net Assets, beginning of year 879248 121510 1000758
Net Assets, end of year $ 818784 $ 156065 $ 974849
13
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Governmental Activities

Property taxes and other tax revenues comprise $ 83,152 or approximately 41 percent of total
governmental revenues.

The Township also collected $ 11,160 for services provided. And, at fiscal year end, the Township
reported $ 86,788 in grants and contributions not restricted for specific programs. This amount was due
entirely to the State of Michigan's state sales tax distribution, and comprises approximately 43 percent of
total governmental revenues.

The Township expended $ 261,630 on governmental programs and services. Some of the largest expense
categories were for public works, where $ 105,107 or 40 percent of total governmental expenditures were
reported. General government expenditures were $ 72,814 or 28 percent of total governmental
expenditures. A total of $ 29,939 was expended on the maintenance of Township property.

Business-type Activities

Business-type activities increased the Township's net assets by $ 34,555. Charges for services for the
Water and Sewer activities for the year ended were $ 137,280 and $ 7,253, respectively. Total expenses
for the Water and Sewer activities for the year ended were $ 107,439 and $ 6,704, respectively.
Financial Analysis of the Governmental Funds

As previously noted, the Township uses fund accounting to ensure and demonstrate compliance with
finance-related requirements.

Governmental Funds

The focus of the Township's governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. This information is useful in assessing the Township's financing

requirements. In particular, unreserved fund balance may serve as a useful measure of a government's net
resources available for spending at the end of the fiscal year.

14
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Governmental Funds (Continued)

The Township's governmental funds reported combined ending fund balances of $ 679,666, of which
$ 1,678 is reserved and the remaining $ 677,988 is available for spending at the government's discretion.

The Township's primary governmental fund is its general fund. There are no reservations in the general
fund's fund balance.

On the budgetary basis of accounting, the Township ended the fiscal year with revenues exceeding both the
original and the final budgetary projections. Total expenditures were considerably lower than the original
and final projections. Because of this, at fiscal year, the fund balance was substantially higher than either
the original or the final amended budget projections.

Revenues - Budget vs Actual for the Fiscal Year Ended March 31, 2005:

Revenues Revenues
Revenues Revenues Revenues Actual Variance Variance
Orginal Final Final and Original Actual and
Budget Budget Actual Budget Final Budget
General Fund $ 106500 $ 106500 $ 199488 $ 92088 $ 92988

Expenditures - Budget vs Actual for the Fiscal Year Ended March 31, 2005:

Expenditures Expenditures

Expenditures Expenditures Expenditures Variance Actual Variance
Orginal Final Final and Original Actual and
Budget Budget Actual Budget Final Budget
General Fund $ 370366 $ 370366 $ 257462 $ 112904 $ 112904

General fund financial and budgetary highlights of the fiscal year include:

*  Property taxes, administration fees, and other taxes exceeded budgetary projections by
$ 50,652.

15
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Governmental Funds (Continued)
*  State sales tax distributions were up from the original and final amended budget, coming
in at $ 90,200, which is more than the budget estimates of $ 70,000.
*  Expenditures in total for the general fund were $ 257,462, less than the original and final

amended budget by $ 370,366 by $ 112,904. This was due to a conservative approach to
budget estimates in all cost centers.

Proprietary Funds

The Township's proprietary fund provides the same type of information found in the government-wide
financial statements, but in more detail.

Net assets of the Water Fund at year-end were $ 155,516; of this amount, $ 86,518 of Township equity in
the Water Fund was invested in capital assets, net of related debt. $ 68,998 was reserved for the operation
of utility services. The change in net assets was a gain of $ 34,006.

Net assets of the Sewer Fund at year-end were $ 549. This was the first year of sewer fund operations for
the Township.

Capital Assets and Debt Administration

Capital Assets

The Township's investment in capital assets, net of accumulated depreciation, for its governmental and
business-type activities as of March 31 was $ 302,421. The investment in capital assets includes land,
buildings, improvements, infrastructure, machinery and equipment, and licensed vehicles.
Infrastructure assets represent $ 187,282 or approximately 39 percent of the estimated original cost of total

assets. The infrastructure is accounted for in the Water Fund. There is no infrastructure attributed to the
General Fund.

16
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Capital Assets and Debt Administration (Continued)

Capital Assets (Continued)

Major capital events and accomplishments during the current fiscal year included:

*  Completion of the Hagerman Lake Water Project, consisting of updating the system with a
new well and generator.

*  Completion of a large water project on Clements Lane, including road construction of
Clements Lane.

*  Resurfacing of Nowicki Road.

Long-term debt

Other Economic Factors and Next Year's Budget

Economic Factors

Currently, the State of Michigan is experiencing a severe budgetary crisis. As such, it is anticipated that
future state budget cuts will likely translate into strategic reductions of Township expenses to maintain a
fiscally sound budget.

Despite the poor outlook of the State's budget, the Township will continue to strive to provide good social

and cultural conditions that support healthy families, and maintain a safe and clean community in which to
live.

17
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Other Economic Factors and Next Year's Budget (Continued)
Economic Factors (Continued)

The Township's fiscal year 2005-2006 general fund budget does not vary considerably from the 2004-2005
budget.

Major plans and priorities for the 2005-2006 fiscal year include:
*  Waterline replacement near Pentoga Road at an approximate cost of $ 20,000.

* Resurfacing and reconstruction of Smokey Lake Drive, Bear Lane, and a portion of
Bengal Road at the estimated cost of $ 63,000.

*  In 2006, blacktopping of four miles of West Brule Lake Road, with a cost to the Township
of approximately $ 160,000.

Requests for Information

Township Supervisor
Township of Stambaugh
Caspian, Michigan 49915
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r TOWNSHIP OF STAMBAUGH ]|

STATEMENT OF NET ASSETS

MARCH 31, 2005

Primary Government

Governmental Business-type Total
ASSETS Activities Activities Reporting Entity
Current Assets
Cash and Cash Equivalents (Note C ) $ 615919 $ 27,834 ~$§ 643753
Receivables
Taxes 5,932 5,932
Accounts Receivable 17,937 17,937
Internal Balances 47,017 (47,017) -
Due from External Parties 28,660 28,660
Total Current Assets 697,528 (1,246) 696,282
Noncurrent Assets
Cash and Cash Equivalents, Restricted - -
Capital Assets, Net (Note H ) 139,117 163,304 302,421
Total Noncurrent Assets 139,117 163,304 302,421
TOTAL ASSETS $ 836,645 $ 162,058 $ 998,703
LIABILITIES
Current Liabilities
Accounts Payable - 848 848
Accrued Benefits 760 5,145 5,905
Accrued Taxes - -
Deferred Revenue 17,101 17,101
Current portion of long-term debt - -
Total Current Liabilities 17,861 5,993 23,854
Noncurrent Liabilities
Revenue Bonds Payable - - -
Total Noncurrent Liabilities - - -
TOTAL LIABILITIES $ 17,861 $ 5,993 $ 23,854
NET ASSETS
Invested in Capital Assets, Net of Related Debt 139,117 163,304 302,421
Reserved for Liquor Law Enforcement 1,678 1,678
Reserved for Utility Services (7,239) (7,239)
Unreserved and Undesignated 677,989 677,989
TOTAL NET ASSETS $ 818,784 $ 156,065 $ 974,849

The notes to the financial statements are an integral part of this report.

20




TOWNSHIP OF STAMBAUGH

STATEMENT OF ACTIVITIES

MARCH 31, 2005

Program Revenues

Operating
Charges Grants & Capital
Expenses for Services  Contributions Grants

Functions/Programs

Primary Government -

General government $ 72814 $ 10,083 $ - $
Legislative 17,400

Township property 29,939 840

Public safety 20,460 1,678
Public works 105,107 14,730
Cemetery 9,984

Culture and recreation - 237

Depreciation (Unallocated) 5,926

Total Governmental Activities $ 261,630 $ 11,160 $ 16,408 $
Business-type Activities

Water Utility 107,439 137,280

Sewer Utility 6,704 7,253

Total Business-type Activities $ 114,143 $ 144,533

General Revenues:

Taxes:
Property taxes levied for general operations
Other taxes and fees

State Sales Tax Distribution

Interest and Investment Earnings

Other

Total General Revenues
Change in Net Assets
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

21



TOWNSHIP OF STAMBAUGH

STATEMENT OF ACTIVITIES

MARCH 31, 2005

Net (Expense) Revenue and Changes

in Net Assets
Governmental Business-type
Activities Activities Total
$ (62,731) $ - $ (62,731)
(17,400) (17,400)
(29,099) (29,099)
(18,782) (18,782)
(90,377) (90,377)
(9,984)
237 237
(5,926) (5,926)
$ (234,062) $ - $ (234,062)
29,841 29,841
549 549
$ 30,390 $ 30,390
60,030 60,030
23,122 23,122
86,788 86,788
785 2,427 3,212
2,873 1,738 4,611
173,598 4,165 177,763
(60,464) 34,555 (25,909)
879,248 121,510 1,000,758
$ 818,784 $ 156,065 $ 974,849

The notes to the financial statements are an integral part of this report.

22




L TOWNSHIP OF STAMBAUGH

BALANCE SHEET
GOVERNMENTAL, FUNDS

MARCH 31, 2005

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
ASSETS
Cash and Investments (Note C )

Unrestricted $ 614,220 $ 1,699 $ 615,919
Receivables:

Taxes 5,932 5,932

Accounts Receivable -

Due from Other Funds 75,676 75,676
TOTAL ASSETS $ 695828 $ 1,699 $ 697,527
LIABILITIES AND FUND BALANCES
=—===_"29 ANU FUND BALANCES
LIABILITIES
Accrued Benefits 739 21 760
Deferred Revenue 17,101 17,101
Due to Other Funds - -
TOTAL LIABILITIES 17,840 21 17,861
FUND BALANCES
Reserved for Liquor Law Enforcement 1,678 1,678
Unreserved and undesignated 677,988 677,088
TOTAL FUND BALANCES 677,988 1,678 679,666
TOTAL LIABILITIES AND FUND BALANCES $ 695,828 $ 1,699 $ 697,527

The notes to the financial statements are an integral part of this report.
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H TOWNSHIP OF STAMBAUGH

GOVERNMENTAL FUNDS
RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS TO NET ASSETS

MARCH 31, 2005

Fund Balances - Total Governmental Funds $ 679,666

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities

are not financial resources and are not

reported in the funds.
The cost of capital assets is: 215,749
Accumulated depreciation is: (76,632)

Long term liabilities are not due and payable

in the current period and are not reported

in the funds:
Bonds Payable -
Compensated Absences -

Other long term assets not available to pay
current period expenditures therefore
deferred in the funds -

Difference due to rounding 1
Total Net Assets - Governmental Activities $ 818,784

The notes to the financial statements are an integral part of this report.
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GOVERNMENTAIL FUNDS
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES

YEAR ENDED MARCH 31, 2005

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
REVENUE
General Property taxes $ 60,030 $ - $ 60,030
Other local taxes and fees 23,122 23,122
Use of money and property 1,625 1,625
Charges for services 12,956 12,956
Miscellaneous 237 237
Intergovemmental 101,518 1,678 103,196
TOTAL REVENUE $ 199,488 $ 1,678 $ 201,166
EXPENDITURES
Current Operating:
General government 72,814 72,814
Legislative 17,400 17,400
Township property 29,939 29,939
Public safety 19,000 1,460 20,460
Public works 105,107 105,107
Cemetery 9,984 9,984
Culture and recreation - -
Capital Outlay 3,218 3,218
Intergovernmental Payments -
TOTAL EXPENDITURES $ 257,462 $ 1,460 $ 258,922
Excess (Deficiency) of Revenues
Over Expenditures (57,974) 218 (57,756)
Other Financing Sources (Uses)
Operating transfers in - - -
Operating transfers out -
Total Other Financing Sources(Uses) - - -
Net Change in Fund Balances (57,974) 218 (57,756)
FUND BALANCE - BEGINNING OF YEAR 735,962 1,460 737,422
FUND BALANCE - END OF YEAR $ 677,988 $ 1,678 $ 679,666

The notes to the financial statements are an integral part of this report.
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( TOWNSHIP OF STAMBAUGH H

GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND
BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED MARCH 31, 2005

Net Change in Fund Balances - Total Governmental Funds $ (57,756)

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures; in
the statement of activities, these costs are allocated over their
estimated useful lives as depreciation.

Depreciation Expense (5.926)
Capital Outlay 3,218
Total (2,708)

Revenue reported in the statement of activities that does not provide
current financial resources and are not reported as revenue
in the governmental funds -

Accrued interest is recorded in the statement of activities when
incurred; itis not reported in governmental funds until paid -

Repayment of bond principal is an expenditure in the governmental
funds, but not in the statement of activities (where it reduces
long term debt) -

Increases Decreases in compensated absences are reported as
expenditures when financial resources are used in the governmental
funds in accordance with GASB Interpretation No. 6 -

Change in Net Assets of Governmental Activities $ (60,464)




The notes to the financial statements are an integral part of this report.,

L TOWNSHIP OF STAMBAUGH
STATEMENT OF FUND NET ASSETS
ENTERPRISE FUNDS
MARCH 31, 2005
Water Sewer
Fund Fund Totals
ASSETS
Current Assets:
Cash, Unrestricted $ 28,120 $ (286) $ 27834
Receivables, Net -
Accounts 17,148 789 17,937
Internal Balances -
Total Current Assets 45,268 503 45,771
Noncurrent Assets:
Restricted Cash -
Capital Assets
Buildings 33,107 33,107
Equipment 43,679 43,679
Infrastructure 201,556 201,556
Less:
Allowance for depreciation (115,038) (115,038)
Total Capital Assets, Net 163,304 - 163,304
Total Noncurrent Assets 163,304 - 163,304
TOTAL ASSETS $ 208,572 $ 503 $ 209,075
LIABILITIES
Current Liabilities:
Accounts Payable 848 848
Accrued Benefits 5,145 5,145
Internal Balances 47,063 (46) 47,017
Deferred Revenue -
Total Current Liabilities 53,056 (46) 53,010
Non-current Liabilities:
Revenue Bonds Payable - -
Total Non-current Liabilities - - -
TOTAL LIABILITIES $ 53,056 $ (46) $ 53,010
NET ASSETS
Invested in capital assets, net
of related debt 86,518 - 86,518
Reserved for Utility Services 68,998 549 69,547
Unreserved - -
TOTAL NET ASSETS $ 155,516 $ 549 $ 156,065
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” TOWNSHIP OF STAMBAUGH

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
ENTERPRISE FUNDS

MARCH 31, 2005

B |

Total

Water Sewer Enterprise

Fund Fund Funds
OPERATING REVENUES
Charges for Services $ 137,280 $ 7253 $ 144533
Miscellaneous 1,738 1,738
TOTAL OPERATING REVENUES $ 139,018 $ 7253 $ 146,271
OPERATING EXPENSES
Personal Services and Benefits 42,294 42,294
Contractual Services 13,581 6,704 20,285
Repairs and Maintenance - -
Other Supplies and Expenses 36,652 36,652
Administrative Expenses - -
Water Purchases 4,062 4,062
Depreciation 10,514 10,514
Miscellaneous 336 336

——2Y0

TOTAL OPERATING EXPENSES $ 107,439 $ 6,704 $ 114,143
Operating Income (Loss) 31,579 549 32,128
Non-Operating Revenues (Expenses:)
Interest and Investment Revenue 2,427 2427
Interest Expense -
Total Non-Operating Revenues (Expenses) 2,427 - 2,427
Change in Net Assets 34,006 549 34,555
NET ASSETS, BEGINNING OF YEAR 121,510 - 121,510
NET ASSETS, END OF YEAR $ 155,516 $ 549 $ 156,065

The notes to the financial statements are an integral bart of thig report.
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lg, TOWNSHIP OF STAMBAUGH

STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS

FISCAL YEAR ENDED MARCH 31, 2005

Water Fund Sewer Fund Totals

CASH FLOWS FROM (USED BY)
OPERATING ACTIVITIES
S=DAIING AGTIVITIES .
Net cash received from fees and services $ 128322 $ 6,464 $ 134,786
Other operating revenues 1,738 - 1,738
Cash payments to employees for services (42,678) - (42,678)
Cash payments to goods and services (56,503) (6,704) (63,207)
Other operating expenses - - -

NET CASH FROM OPERATING ACTIVITIES $ 30,879 $ (240) $ 30,639
NON CAPITAL AND FINANCING ACTIVITIES
(Increase) decrease in due from other funds - (46) (46)
Increase (decrease) in due to other funds (1,954) - (1,954)
Net operating transfers in (out) - - -

NET CASH FROM NON CAPITAL AND FINANCING

ACTIVITIES $ (1,954) $ (46) $ (2,000)

CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets (16,949) - (16,949)
Principal payment on long-term bonds - - -
Interest paid on long-term bonds - - -
Interest and tax expense - - -
Proceeds from borrowings - - -
Contributed capital grants - - -

NET CASH USED BY CAPITAL AND RELATED

FINANCING ACTIVITIES $ (16,949) $ - $ (16,949)

INVESTING ACTIVITIES
Interest Income 2,427 - 2,427

NET CASH FROM INVESTING ACTIVITIES $ 2,427 $ - $ 2,427
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS 14,403 (286) 14,117
Cash and Cash Equivalents, Beginning of Year 13,717 - 13,717
Cash and Cash Equivalents, End of Year $ 28,120 $ (286) $ 27,834

The notes to the financial statements are an integral part of this report.
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L TOWNSHIP OF STAMBAUGH j

STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2005

CASH FLOWS FROM OPERATING
ACTIVITIES

Operating Income (Loss) $ 31,579 $ 549 $ 32,128
Adjustment to reconcile Operating

income to net cash provided by

operating activities:

. Depreciation 10,514 - 10,514

- Provision for uncollectible accounts -

- Changes in assets and liabilities :
(Increase) Decrease in accounts receivable (8,958) (789) (9,747)
Increase (Decrease) in accounts payable (1,872) - (1.872)
Increase (Decrease) in deferred revenue - - -
Increase (Decrease) in customer deposits - -
Increase (Decrease) in accrued benefits (384) - (384)

NET CASH FROM OPERATING ACTIVITIES $ 30,879 $ (240) $ 30,639




-
L TOWNSHIP OF STAMBAUGH
- FIDUCIARY runp
STATEMENT oOF FIDUCIARY NET ASSETS
- MARCH 31, 2005
-
- Agency
Fund
ASSETS
[ ]
Cash and Cash Equivalents $ 102,153
- TOTAL ASSETS $ 102,153
.- LIABILITIES
=ADILIIES
Due to Other Funds 28,659
F Due to Other Governmental Units 73,494
TOTAL LIABILITIES 102,153
F
NET ASSETS $ -
-

The notes to the financial Statements are an integral bart of thig report.,
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TOWNSHIP OF STAMBAUGH

NOTE Aa-

NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting methods and procedures adopted by the

conform to
generally accepted accounting principles as applicable to
governmental entities. The following is a summary of the

Township of Stambaugh, Caspian, Michigan,

more significant policies:

THE FINANCTIAL REPORTING ENTITY

The Township was organized in 1886 and covers
an area of 1690 square miles. The Township
operates under an elected board
provides

commissioners (5 people) and
services to it approximately 1186 r

in many areas including 1law enforcement,
general administration ang water utility
services. 1In accordance with the provisions
of GASB 34, certain other governmental
organizations are not considered to be part
of the Township entity for financial
reporting purposes. The criteria established

By GASB 34 for determining the
governmental organizations to be incl
the reporting entity’s financial sta

include separation of electing governing body
and legal status, and fiscal independence.
On this basis, the financial statements of
certain other governmental organizations are
not included in the financial statements of

the Township.
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TOWNSHIP OF STAMBAUGH

NOTE A - SuMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BLENDED COMPONENT UNITS

A blended Component wunit ig a legally
Separate entity from the local unit, but it
is so intertwined with the unit that it jg,
in substance, the same ag the 1local
governmental unit.

A basic Strategy of Gasr 14 is to present
financial information for component units
Separately from the financial information for
the primary government . This ig achieved
through the discrete bresentation method.
However, in the Case of blended component
units, GASB believes that is would be more

component unit jinte the reporting entity'g
financial sStatements. When the blending
method is used, transactions ang balances of
& component unit are merged with similar
transactions ang balances of the primary
government so that there is no way to
identify which balances relate to the
Component wunit ang which relate to the
primary government .
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l¥, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BLENDED COMPONENT UNITS (Continued)

There are no blended component units reported
in the audited financial statements for the
Township of Stambaugh.

JOINT VENTURES

A joint venture is a legal entity or other
organization that results from a contractual
agreement and that ig owned, operated, or
governed by two or more participants as a
Separate and specific activity subject to
joint control, in which the participants
retain an ongoing financial interest or an
ongoing financial responsibility.

An  ongoing financial responsibility js
determined as a participating government's
obligation in some manner for debts or the
joint venture's existence depends on
continued funding by the pParticipating
government . '

There are no joint ventures to be reported.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

JOINTLY GOVERNED ORGANIZATIONS

A jointly governed organization is a multi-
governmental arrangement that jis governed by
representatives from each of the governments
that create the organization, but is not a
joint venture because the participants do not
retain an ongoing financial interest or
responsibility,

West Iron County Fire Board

The West Iron County Fire Board was organized
in 1987 and provides fire brotection for Iron
River, Bates, and Stambaugh Township, and the
City of Iron River, 1Iron County, Michigan.

residents.

The Board isg funded by assessments from the
participating municipalities.

Financial statements are available by writing
to:

West Iron County Fire Board

P.0O. Box 203
Iron River, Michigan 49935
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINTLY GOVERNED ORGANIZATIONS (Continued)

Iron River and the Townships of Bates, Iron
River, ang Stambaugh. The Purpose of the
Organization ig to preserve and protect all
life and Property as declared by the wWest
Iron County Fire Board.

of members bresent at the annual meeting
consist of 4 Chierf, Assistant Chief, First
Captain, Second Captain, Training Officer,
and Secretary/Treasurer.

640 9th Street
Iron River, Michigan 49935
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lg, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINTLY GOVERNED ORGANIZATIONS (Continued)

Stambaugh Cemetery Association

The Stambaugh Cemetery Association was
established by the cities of Caspian,
Gaastra, the former City of Stambaugh, and
the Township of Stambaugh on February 17,
15975. The term of duration was designated to
be thirty (30) years. (The City of Stambaugh
terminated its participation in the Stambaugh
Cemetery Association effective June 30,
2000) .

The purpose of the Association is to acquire,
own, improve, enlarge, extend, and operate a
cemetery system for residents of the
Constituent Municipalities.

The Assocciation operates under a Board of
Directors, consisting of two (2) persons
appointed by each of the Constituent
Municipalities Controlling Boards, and is
funded by assessments to each of its
participating municipalities.
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u¥, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINTLY GOVERNED ORGANIZATIONS (Continued)

Stambaugh Cemetery Association (Continued)
Financial statements can be obtained by
request to:

Stambaugh Cemetery Association
P.0. Box 218
Gaastra, Michigan 49937

West Iron Count Sewer Authorit
The Township of Stambaugh entered into an

agreement with several governmental
entities to form the West Iron County Sewer
Authority.

The Authority was established in August
1972 under the Provisions of act 233,
Public Acts of Michigan, 1955, as amended,
and was organized to provide sewer service
to the cities of Iron River, Caspian, and
Gaastra, and a portion of Tron River
Township. The first grant applications
were filed in 1982.
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[, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINTLY GOVERNED ORGANIZATIONS (Continued)

West Iron County Sewer Authority
(Continued)
Members from each participating

municipality are appointed by their
respective governmental entities to serve
on the Board of Trustees of the West Iron
County Sewer Authority.

Pursuant to the terms of the Authority's
Sewer Use Ordinances adopted by the
Authority and each Constituent
Municipality, the Authority bills each
Constituent Municipality monthly based on
such Constituent Municipality's percentage
of Equal Dwelling Units ("EDyg" to the
total member of EDUs for the entire system.

Billing to end users is done by each
Constituent Municipality using its own
billing system and methodology.
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l, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINTLY GOVERNED ORGANIZATIONS (Continued)

West Iron County Sewer Authority
(Continued)

Under the EDU system, the Authority adopts
a preliminary budget in April of each year
for its next fiscal year beginning the
following July o1.

This preliminary budget is pPresented to
each Constituent Municipality for review
and consideration in its budgeting process.

of each year for the fiscal year beginning
the following July 01, the Authority holds
a public hearing with respect to the
preliminary budget.

The preliminary and final budgets
calculated EDU charges to cover both
Operation, maintenance, and replacement
("OMR") €éxpenses and debt retirement
expenses.
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[47 TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINTLY GOVERNED ORGANIZATIONS (Continued) .

West Iron County Sewer Authority
(Continued)
Included in OMR charges are funds for
future replacements of all major plant
equipment.

During the fiscal year ended March 31,
2005, the Township of Stambaugh paid to the
Authority fees totaling $ 6,016 for OMR and
debt retirement.

Financial statements for the West Iron
County Sewer Authority can be requested by
writing to:

West Iron County Sewer Authority
P.O. Box 246
Caspian, Michigan 49915

42




-

I

TOWNSHIP OF STAMBAUGH

NOTE A -

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RELATED ORGANIZATIONS

A related organization is an organization for
which a pPrimary government isg not financially
accountable (because it does not impose will
Oor have a financial benefit or burden
relations) even though the Primary government
appoints a voting majority of the
organization's governing board.

There are no related organizations to be
reported.

BASIS OF PRESENTATION

The Township follows GASB Statement No. 34,
Basic Financial Statements - and Management 's
Discussion and Analysis - for State and
Local Governments. GASB Statement No. 34
adds the tollowing components to the
financial statements:

Management's Discussion and Analysis

A narrative introduction and analytical
overview of the government's financial
activities. This analysis is similar to
analysis the private sector provides in
their annual reports.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION (Continued)

Government-wide financial statements

These include financial statements prepared
using full éccrual accounting for all of
the government's activities. This approach
includes not just current assets and
liabilities (such as cash and accounts
payable) but alsc capital assets and long-
term liabilities (such as buildings and
infrastructure, including bridges and
roads, and general obligation debt).
Annual accounting also reports all of the
revenues and costs of providing services
each year, not just those received or paid
in the current year or soon thereafter,
The government-wide Statements include the
Statement of Net Assets and the Statement
of Program Activities.

Statement of Net Assets

The Statement of Net Assets displays the
financial position of the primary
government (government and business—type
activities) .
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l_, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIATL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION (Continued)

Governments report all capital assets,
including infrastructure, in the
government-wide Statement of Net Assets ang
report depreciation €xpenses - the cost of
"using yp- capital assetsg - in the
Statement of Activities. The net assets of
4 government are broken down into three
Categories - 1) invested in capital assets,
net of related debt; 2) restricted; ang 3)
unrestricted.

Statement of Program Activities

The statement of program activitiesg reports
€Xpenses and revenues in g4 format that
focuses on the cost of the government's
functions. The expense of individual
functions ig compared to the revenues
generated directly by the function (for
instance, through user charges or
intergovernmental grants) .
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[7 TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAIL STATEMENTS
' (CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
BASIS OF PRESENTATION (Continued)

Budgetary comparison schedules
Demonstrating compliance with the adopted
budget is anp important component of g
government 's accountability to the public.
Many citizens participate in the bProcess of
establishing the annual operating budgets
of state and local governments, ang have a
keen interest in following the actual
financial brogress of their governments
over the course of the year. The Township
and many other governments revise their
original budgets over the course of the
year for a variety of reasons.

As  required by accounting Principles
generally accepted in the United States of
America, these financial statements Present
the primary governmental entitjieg for which
the government is  considered to be
financially accountable.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BASIS oF PRESENTATION (Continued)

GOVERN'MENT-WIDE AND FUND FINANCIAL
STATEMENTS
T T . . .

whole) and fund financial Statements. The
reporting mode] focus is op both the
Township as a whole and the fund financiaj
Statements, including the major individual
funds of governmental ang business—type
categories, ag well as the fiduciary funds,
(by Category) .

Both the government -wide and fund financial
Statements (within the basic financial
statements) categorize Primary activitieg

type activities columns (a) are Presented
On a consolidated basis by column, ang (b)
are reflected, op a full accrual, economic
resource basisg, which incorporates long-
term assets and receivables ag well ag
long-term debt and obligations.
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[* TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BASIS oF PRESENTATION (Continued)
GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

\ . .

information that can bpe analyzed ang

compared (between Years and  between
governments) to enhance the usefulness of
the financiail information. The Township

generally uses restricted assets first for
€xpenses incurred for which both restricted
and unrestricted assets are available. The

transaction,

The government -wide Statement of Activities
reflects both the gross ang net cost per
functional category (public safety, public
works, culture and recCreation, etc.) that
are otherwise being Supported by general
government revenues (property, sales andg

use taxes, certain intergovernmental
revenues, fines, permits ang charges,
etc.). The Statement of Activities reducesg

gross expenses (including depreciation) by
related bProgram revenues, operating and
capital grants, and contributions.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SuMMaRry OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BASIS OF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)
—o s DRANIS

In the fund financial Statements, financiajl
transactions and accounts of the Township
are organized in the basis of funds. The
operation of each fund is considered to be
an independent fiscal and separate
accounting entity, with ga self—balancing
sets of accounts recording cash and/or

objectives in accordance with sSpecial
regulations, restrictions, Or limitationsg.
The fund statements are bPresented on 3
current financial resource and modified
accrual basis of accounting. This is the
manner in which these funds are normally
budgeted.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY oOF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BASIS OF PRESENTATION (Continued)

GOVERNMENT -WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

Since the governmental fund statements are
bresented on a different measurement focusg
and basis of accounting than the
government -wide statements' governmental
activities column, a reconciliation ig
bresented which briefly explains the
adjustments Neécessary to reconcile the fund
financial statements to the governmental
activities column of the government -wide
financial statements.

The Township's fiduciary funds are
presented in the fung financiail statements
by type (pension, private purpose and
agency). Since by definition these assets
are being held for the benefit of a third
party (other 1local governments, private
parties, pension participants, etc.) and
cannot be used to address activities or
obligations of the government, these funds
are not incorporated into the government -
wide financial statements.
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-

NOTES To THE FINANCIATL STATEMENTS
(CONTINUED)

MARCH 31, 2005

GOVERNMENTAL FUNDsS

These funds are those through which most
governmentaj functiong typically are
financeq. The acquisition, use, andg balanceg
of the Township's €Xpendable financial
resourceg and the related Current
liabilities, €Xcept thoge accounted for in
the Proprietary Funds, are accounted for
through the Governmental Funds,

These funds are as follows:

Generaj Fund
Thisg fund jg used fop all financial

eéxpenditures of the local unit.



TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASIS OF PRESENTATION (Continued)

GOVERNMENTAL FUNDS (Continued)

General Fund (Continued)

Revenues are derived primarily from
property taxes and state and federal
distributions, grants and other

intergovernmental revenues.

For reporting purposes, the General Fund is
always considered to be a major fund.

Special Revenue Fund

This fund is used to account for specific
governmental revenues (other than special
assessments) requiring separate accounting
because of legal or regulatory provisions or
administrative action. The Liquor Law
Enforcement Fund is a Special Revenue Fund.

It is a non-major fund for reporting
purposes.
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[7 TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASIS OF PRESENTATION (Continued)

PROPRIETARY FUNDS

Enterprise Funds

These funds are used to account for
operations (a) that are financed and operated
in a manner similar to private business
enterprises---where the intent of the
governing body is that the costs (expenses
including depreciation) of providing goods
and services to the general public on a
continuing basis be financed or recovered
primarily through user charges; or (b) where
the governing body has decided that periodic
determination of revenues earned, expenses
incurred, and/or net income is appropriate
for capital maintenance, public policy,
management control, accountability, or other
purpose. The Township's Water and Sewer
Funds are Enterprise Funds.

FIDUCIARY FUNDS

Trust and Agency funds are used to account
for assets held in trust or as an agent for
others.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE a - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS oOF PRESENTATION (Continued)

FIDUCIARY FUNDS (Continued)

Agency funds are Custodial in nature and do
not involve measurement of results of
operation. The Township’g current tax
collection fund is an agency fund. The fund
uses the modified accrual basis of
accounting.

MEASUREMENT Focus

The accounting ang financial reporting
treatment applied to a fund is determined by
its measurement focysg. All governmental

this measurement focus, only current
liabilities generally are included on the
balance sheet in the funds statements., Long-
term assets ang long-term liabilities are
included inp the government -wide statements.
Operating statements of the governmental
funds present increages (i.e., Yevenues and
other financing sources) and decreases (i.e.,
expenditures and other financing uses) in net
current assetg,

55




ﬂ, TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASIS oF PRESENTATION (Continued)

MEASUREMENT FOCUS (Continued)

The government -wide statement of net assets
and statement of activities, all
broprietary funds, and private trust funds
and pension trust funds are accounted for

focus. With this measurement focus, al1
assets and all liabilities associated with
the operation of these activities are
either included on the statement of net
assets or on the statement of fiduciary net
assets. Proprietary fund-type Operating
statements present increase (e.g.,
revenues) and decreases (e.g., expenses) in
net total assets.

The statement of net assets, statement
of activities, financial statement of
Proprietary Funds and Fiduciary Funds
are presented on the accrual basis

of accounting. Under this method of
accounting, revenues are recognized when
earned and expenses are recorded

when liabilitjeg are incurred without
regard to receipt or disbursement of
cash.
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NOTES TO THE FINANCIAIL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BASIS OF PRESENTATION (Continued)

MEASUREMENT FOCUS (Continued)

The fund financiail statementsg of the
General and Special Revenue funds are
maintained and reported on the modified
accrual basis of accounting using the
current financial Iésources measurement
focus. Under thig method of accounting,
revenues are recognized in the period
in which they become measurable andg
available. With respect to real and
personal property tax revenue and
other 1local taxes, the term "available*
is limited to collection within sixty
days of the fiscal year-end. Levies
made prior to the fiscal Year-end but
which are not available are deferred.
Interest income is recorded as earned.

Federal and State reimbursement—type
grants revenue is considered to be
measurable andg available as revenue

when related eligible expenditures are
incurred.
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NOTE A -

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION (Continued)

MEASUREMENT FOCUS (Continued)
Expenditures, other than accrued interest
on long-term debt, are recorded when the
fund liability is incurred.

The local government unit applies all GASB
bPronouncementsg as well ag the FASB
Pronouncements issued on or before November

30, 1989, unless those Pronouncements
conflict with or contradict GASB
bronouncements.

ENCUMBRANCES

Encumbrance accounting, under which

purchase orders, contracts, and other
commitments for the expenditure of monies
are recorded in order to reserve that
portion of the applicable appropriations,
is employed for accountability purposes
only.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASIS OF PRESENTATION (Continued)

ENCUMBRANCES

It is the Township's policy to honor all
unfilled contracts/orders at year-end, but
the authority to complete these

budget appropriations, as unexpended
appropriations of the current year lapse at
Year-end.

CASH AND casH EQUIVALENTS
The Township pools cash resources of itg

of cash. Cash applicable to a particular
fund is readily identifiable. The balance
in the pooled cash accounts ig available to
meet current operating requirements.

The Township classifies cash on hand, cash
on deposit (including certificates of
deposit), and highly liquid investments
with an original maturity of ninety days or
less when purchased as cash in its
financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BASIS OF PRESENTATION (Continued)

RECEIVABLES
Accountsg which will pe collected within
sixty days of Year-end are accrued ag
accounts receivable in the General andgd
Special Revenue Funds. User charges for the
Proprietary Funds are recorded as receivable
when billed. on an annual basis the charges
are reviewed for collectibility. Those
deemed uncollectible are assigned to the tax
roll.

INTEREST RECEIVABLE

Interest on certificates of deposit ig

of the current period.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BASIS OF PRESENTATION (Continued)

DUE TO/FROM OTHER FUNDS
Transactions between funds that had not been
paid or received asg of fiscal year-end have
been recorded as inter-fund accounts
receivable and payable. These inter-fund
receivables and payables do not represent
Board-approved loans between funds.

INVENTORIES
—TVENIORIES

Inventories of supplies are expended as
received.

DEFERRED REVENUE

Deferred revenue reépresents amounts under the
modified accrual basis of accounting for
which asset recognition criteria have been
met but for which revenue recognition
criteria have not been met, whereby such
amounts are measurable but not considered
currently available resources.
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MARCH 31, 2003

NOTE a - SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS oF PRESENTATION (Continued)

BUDGETS AND BUDGETARY ACCOUNTING

The Township follows the State of Michigan
Uniform Budgeting and Accounting Act for
budgeting Procedures. Budgets are adopted
O°n  a basig consistent with generally
accepted accounting Principleg. Annual
appropriateqg budgets are adopteqd for the
general and Special revenue funds,
Unexpended appropriationg lapse at fiscal
Year-end.

1. Prior to March 33 of the bPreceding
fiscal Year, the Township Preparesg 3
budget for the next fiscal Year
beginning April o91. The Operating
budget includes Proposed €xpenditureg
and the meansg of financing them.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION (Continued)

BUDGETS AND BUDGETARY ACCOUNTING
(Continued)

2. A meeting of the Township Board is
then called for the purpose of
adopting the proposed budget after
sufficient public notice of the
meeting has been given.

3. Prior to April 01, the budget is
legally enacted through passage of a
resolution by the members of the
Township Board.

‘Once the budget is approved, it can be
amended at the Function and Fund level only
by approval of a majority of the members of
the Township Board. Amendments are
presented to the Board at their regular
meetings. Each amendment must have Board
approval.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASIS OF PRESENTATION (Continued)

COMPENSATED ABSENCES

The full time Township employee receives 80
hours of sick time each Year. These can be
accumulated up to 240 hours. He also
receives 80 hours vacation for year 1 thru s.
For years 6 thru 20 an additional 8 hours is
added each year. There is currently no limit
to the amount which can be accumulated.

At March 31, 2005, the accumulated liability
for compensated absences, plus the related
costs of FICA and Medicare, is § 4,313.

POST-EMPLOYMENT BENEFITS
The Township offers no  post-employment
benefits.

FUND EQUITY

The unreserved fund balances for governmental
funds represent the amount available for
budgeting future operations. The reserved
fund balances represent the amount that has
been legally identified for specific
purposes.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BASIS OF PRESENTATION (Continued)

FUND EQUITY (Continued)
Designated fund balances represent amounts
earmarked by the Township for future
expenditures.

Unreserved retained earnings represent net
assets available for future operations or
distribution. Reserved retained earnings
represent net assets that have been legally
identified for specific purposes. Designated
retained earnings represent amounts earmarked
by the Township for future expenses.

PROPERTY TAX

The delinquent real Property taxes of the
Township of Stambaugh are purchased by the
County of Iron.

The Township's broperty taxes are levied and
become a lien on each December 1st based on
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS oF PRESENTATION (Continued)

and became available. The Township has a
taxable valuation of S 52,210,941, on which

USE OF ESTIMATES

The preparation of financial statementsg
in conformity with generally accepted
accounting principles requires management to
make estimates and assumptions that affect
certain reported amounts and disclosures.
Accordingly, actual results could differ from
those estimates.
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NOTEs To THE FINANCIAT, STATEMENTS
(CONTINUED)

MARCH 31, 2005

NON-MONETARY TRANSACTIONS

The Single Audit act of 1984, 35 amended,
and OMB Circular A-133 defines federa]
financia} assistance to include both
monetary and non-monetary forms of
assistance Provideq by or Passed down from
a federal agency, Such as grants,
contracts, loans, loan guarantees,

Property, ete.

CAPITAL ASSETS

Capita] Outlays are Yecorded as
€Xpenditureg of  the General, Special
Revenue, and Capita] Projectg Funds (when
applicable) and as assetg in the

the Township's capitalization thresholg of
$ 500 is met, Depreciation is recorded op

Buildings............... 20 - 30 years
Infrastructure.......... 10 - ¢s5 Years

Furniture and Other
Equipment.............. 5 - 20 Years



TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION (Continued)

CAPITAL ASSETS (Continued)

To the extent the Township's capitalization
threshold of $ 500 is met, capital outlays
of the Proprietary Funds are recorded as
fixed assets and depreciated over their
estimated useful lives on a straight-line
basis on both the funds basis and the
governmental-wide basis using the straight-
line method and the following estimated
useful lives:

Land Improvements............ 20 years

Equipment............... 5 - 20 years

All fixed assets are valued at historical
cost or estimated historical cost if actual
cost was not available. Donated fixed
assets are valued at their estimated fair
market value on the date donated.

68




TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION (Continued)

CAPITAL ASSETS (Continued)

Maintenance, repairs, and minor equipment
are charged to operations when incurred.
Expenses that materially change capacities
or extend useful 1lives are capitalized.
Upon sale or retirement of land, buildings,
and equipment, the cost and related
accumulated depreciation, if applicable, is
eliminated from the respective accounts and
any resulting gain or loss is included in
the results of operations.

NOTE B - INTER-FUND ACTIVITIES

INTER-FUND RECEIVABLES AND PAYABLES

Inter-fund receivables and payables
generally do not represent inter-fund
borrowings; instead, they generally

represent actual amounts which are pending
between funds at year-end due to the timing
of cash flows. Generally, these amounts
clear shortly after year-end when resources
become available.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE B - INTER-FUND ACTIVITIES (CONTINUED)

INTER-FUND RECEIVABLES AND PAYABLES
(Continued)

The amounts of inter-fund receivables and
payables as of March 31, 2005 were as

follows:
INTER-FUND INTER-FUND
FUND RECEIVABLE FUND PAYABLE
General $ 75676 Tax $ 28659
Sewer Fund 46 Water Fund 47063
Total $ 75722 $ 75722

The General Fund is due funds from the tax
fund representing current tax monies
collected for the General Fund but
undistributed as of March 31, 2005. The
General Fund also reflects a receivable from
the Water Fund from a loan made several years

ago. There is also a small amount due the
Sewer Fund from the Water Fund from operating
activities.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE B - INTERFUND RECEIVABLES AND PAYABLES (CONTINUED)

OPERATING TRANSFERS
Inter-fund transfers are the result of
legally authorized transfers from a fund
receiving revenue to the fund through which
the resources are to be expended.

OTHER FINANCING SOURCES (USES)

The transfers of cash between the various
Township funds are budgeted but reported
Separately from revenues andg expenditures ag
operating transfers in or (out), unless they
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE C - CASH, DEPOSITS, AND INVESTMENTS

PRIMARY GOVERNMENT

On March 31, 2005, the carrying value of
the Township's deposits (Primary
Government) was $ 745,906 and is comprised
of cash and deposits reflected in the
following funds:

Governmental Funds

General Fund $ 614220
Liquor Law Enforcement Fund 1699
Total Governmental Funds 615919

Enterprise Funds

Water Fund 28120
Sewer Fund (286)
Total Enterprise Funds 27834

Fiduciary Funds

Tax Collection Fund 102153

Total Fiduciary Funds 102153

TOTAL PRIMARY GOVERNMENT $ 745906
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

The Governmental Accounting Standards Board
Statement No. 3 risk disclosures for the
local unit's cash deposits are categorized at
three basic levels of risk.

These three levels of risk are asg follows:

Category 1 Deposits which are
insured or collateralized
with securities held by
the Township or by its
agent in the Township's

name.
Category 2 Deposits Which are
collateralized with
securities held by the
pledging financial
institution's trust

department or agent in
the Township's name.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

Category 3 Deposits which are
not collateralized or
insured.

Based on these three levels of risk, the
Township's cash deposits are classified as
follows:

INVESTMENTS

The Township's investments are categorized
below to give an indication of the level of
risk assumed at year-end. Category 1
includes investments that are insured or
registered or for which the securities are
held by the Township or its agent in the
Township's name.



IL TOWNSHIP OF STAMBAUGH 1

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

INVESTMENTS (Continued)

Category 2 includes uninsured and
unregistered investments for which the
securities are held by the broker's or
dealer's safekeeping department or agent in
the Township's name. Category 3 includes
uninsured and registered investments for
which the securities are held by the broker
or dealer, or by its safekeeping department
or agent, but not in the Township's name.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

STATUTORY AUTHORITY
Act 196, PA 1997, authorizes the Township
to deposit and invest in:

1. Bonds, securities, and other
obligations of the United States or an
agency or instrumentality of the
United States.

2. Certificates of deposit, savings
accounts, deposit accounts, or
depository receipts of a financial
institution eligible to be a
depository of funds belonging to the
State of Michigan under a law or rule
of this state or the United States.

3. Commercial paper rated at time of
purchase within the two highest
classifications established by not
less than two standard rating services
and that matures not more than 270
days after the date of purchase.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

STATUTORY AUTHORITY (Continued)

4. Repurchase agreements consisting of
instruments issued by the United
States or an agency or instrumentality
of the United States.

5. Bankers acceptances of United States
banks.
6. Obligations of the State of Michigan

Or any of its political subdivisions
that at the time of purchase are rated
as investment grade by not less than
one standard rating service.

7. Mutual funds registered under the
Investment Act 1940 with the authority
to purchase only investment vehicles
that are legal for direct investment
by a public corporation.

The Township's investments are in accordance
with statutory authority.
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE D - PENSION PLAN

DESCRIPTION OF PLAN AND PLAN ASSETS

The Township of Stambaugh ig an  agent
multiple-employer defined benefit Pension
Plan with the Municipal Employeesg! Retirement

System (MERs) . The system provides the
following Provisions: normal retirement,
deferred retirement, service retirement

allowance, disability retirement allowance,

The service retirement ig computed wusing
Credited service at the time of termination

(FAC) with a maximum benefit of 80 percent of
FAC. The most recent period for which
actuarial data was available wag for the
fiscal Year ended December 31, 2004.

MERS was organized Pursuant to Section 12a of

Act#1se, Public Actsg of 1851 (Msa 5.333(a);
MCLA 46.12(a), as amended, State of Michigan.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE D - PENSION PLAN (CONTINUED)

DESCRIPTION OF PLAN AND PLAN ASSETS

(Continued)

MERS is regulated under ACT No. 427 of the
Public Acts of 1984, sections of which have
been approved by the State Pension
Commission. MERS issues a publicly available
financial report that includes financial
statements and required supplementary
information by writing to:

MERS
447 North Canal Street
Lansing, Michigan 48917-9755

FUNDING POLICY

The obligation to contribute to and maintain
the system for these employees was
established by personnel policy, which does
not require employees to contribute to the
plan. The Township is required to contribute
at an actuarially determined rate; the
current rate was 6.21 percent at December 31,
2004.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE D - PENSION PLAN (CONTINUED)

ANNUAT, PENSION cosT
During the fiscal Year ended March 31, 2005,
the Township'g contributiong totaling ¢ 1,819

requirementg determined by an actuarial
valuation of the plan ag of December 31,

The employer contribution rate hag been
determined based on the entry age normal cost
funding method. Under the entry age normal
cost funding method, the total employer
contribution ig comprised of the normal cost

The employer normal cosgt is, for each
employee, the level Percentage of Payroll

required to accumulate sufficient assets at

the member:'g retirement to bPay for his
Projected benefit,
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE D - PENSION PLAN (CONTINUED)

ANNUAL PENSION cosT (Continued)
Significant actuarial assumptions used
include a long-term investment vield rate of

merit, longevity, and bPromotional salary

increases.
REQUIRED SUPPLEMENTARY INFORMATION FOR GaSB STATEMENT NO. 25
UAAL as a
Actuarial Actuarial Accrued Underfundegqg Percent of
Valuation Value of Liability AAL Funded Covered Covered
Date Assets (AAL) (UaAL) Ratio Payroll Payroll
————— __Assets ————+— ____(UAALn) =atio Y >4
2002 S 53358 $ 67097 $ 13739 80% $ 27741 50%
2003 54206 70533 16327 77% 299590 55%
2004 544932 77871 22379 71% 32173 70%
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 37, 2005

Statement 25 jg effective for fiscal years
beginning after June 15, 199¢ and Statement
27 is effective for fiscal years beginning
after June 15, 199s8.

All entries are based op the actuarial
methods ang assumption that are used in the
December 31, 2004 actuarial valuation to
determine the annual employer contribution
amounts . The entry age normal actuarial
method was used to determine the entries at
disclosure,

GASB 25 INFORMATION (as of 12/31/04)

ial Accrued Liabilit

———————=°Fcrued Liability

$

53204

(Continued on page 83)
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NOTEs To THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

GASB 25 anp GASB 27 INFORMATION (Continued)
GASB 25 INFORMATION (as of 12/31/04)

Actuarial Accrued Liabilitz

Current €mployees -
Accumulateq €mployee contributiong including
allocateqg investment income
Employer financeqd

8337
16330

77871

55492

22379
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NOTE E - EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

BUDGET VIOLATIONS

P.A. 621 of 1978, SECTION 18 (1), as amended,
provides a local wunit shall not incur
expenditures in excess of the amounts
appropriated. The Township of Stambaugh's
actual expenditures for the funds budgeted

have been shown on an activity basis. The
approved budgets of the Township of Stambaugh
were adopted at the activity level. The

budget is prepared on the modified accrual
basis of accounting, which is the same basis
as financial statements.

There were no budget violations for the 2004-
2005 fiscal year.

NOTE F - ACCUMULATED FUND DEFICITS

At March 31, 2005, the Township had no fund
balance/retained earnings deficit in any
fund.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE G - RISK MANAGEMENT

The Township is éxposed to variousg risks of
loss related to torts; theft of, damage to,
and destruction of assets; errors and
omissions; injuries to employees; and natural
disasters.

The Township maintains commercial insurance
coverage covering each of those risks of
loss. Management believes such coverage is
sufficient to preclude any significant
uninsured losses to the Township. Settled
claims have not exceeded this commercial
coverage in the past three fiscal years.

NOTE H - CAPITAL ASSETS
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- NOTES To THE FINANCIAL STATEMENTS
(CONTINUED)
- MARCH 31, 2005
[ ]
NOTE g - CAPITAL ASSETS (CONTINUED)
[ __J
Balance Balance
March 33, March 31,
- GOVERNMENTAL ACTIVITIES 2004 Increageg Decreases 2005
Capital Assets Not
Being pe reciated $ S $ $
- Land ang Land Improvements 10000 0 0 10000
Total Capital Assets Not
Being Depreciated $ 10000 $ 0 $ 0 $ 10000
-
Other Capital Assetg
Buildings 166452 0 0 166452
- Furniture g Other Equip. 39298 0 0 39298
i Total Other Cap. Assetg $ 205750 $ 0 $ 0 $ 205759
~ Less Accumulateqd
‘ Depreciation for:
Buildings (41613) (3329) 0 (44942)
- Furniture g Other Equip. (29094) (2597) o] {31691)
Total Accum. Depreciation (70707) (5926) 0 (76633)
:" Other Capital Assets, Net 135043 (5926) 0 129117
TOTAL GOVERNMENTAL
- ACTIVITIES $ 145043 139117
- Depreciation was charged to governmentg]

functiong as unallocatedq,
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31,

NOTE H - CAPITAL ASSETS (CONTINUED)

2005

BUSINESS-TYPE ACTIVITIES

The following is a Summary of changes in
capital assets for business-type activities

for the fiscal Year ended March 31, 2005:
Balance Balance
March 31, March 31,
2004 Increases Decreases 2005
BUSINESS-TYPE ACTIVITIES
Capital Assets Not
Being Depreciated:
Land S 0 $ 0 $ 0 S 0
Other Capital Assets:
Buildings 33107 0 0 33107
Machinery and
Equipment 41004 2675 0 43679
Water Mains/Lines 187282 14274 0 201556
Total Capital Assets $ 261393 $ 16949 $ 0 $ 278342
' (Continued on page 88)
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TOWNSHIP OF STAMBAUGH

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE H - CAPITAL ASSETS (CONTINUED)

BUSINESS-TYPE ACTIVITIES (Continued)

(Continued from previous page)

Less Accumulated
Depreciation for:
Buildings
Machinery and

Equipment
Water Mains/Lines

Total Accumulated
Depreciation

TOTAL BUSINESS-TYPE
ACTIVITIES

$

$

Balance
March 31,

2004 Increases
(32109) $ (29)
(17642) (5692)
(54863) (4793)

(104524) (10514)

156869

§ __6435

Decreases

Balance
March 31,
2008

$

(]

$ (32048)

(23334)
(59656)

(115038)

$ 163304
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NOTES TO THE FINANCIAL STATEMENTS

(CONTINUED)

MARCH 31, 2005

NOTE I - LONG-TERM DEBT

There is no long-term debt for the Township

at fiscal year ended March 31, 200s5.

NOTE J - SEGMENT INFORMATION - Enterprise Fund

Sewer

_Fund

Operating Revenues $ 7253

Depreciation and Amortization
Expense 0
Operating Income or (Loss)
Operating Grants, Entitlements,
and Shared Revenues 549
Operating Transfers:
In
(Out)
Tax Revenues
Net Income or Loss 54

W O oo

Water
Fund
139018

10514

31579

N O O o

3400

$

Total

146271

10514

32128

34555

(Continued on page 90)
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE J - SEGMENT INFORMATION - Enterprise Fund (CONTINUED)

(Continued from previous page)

Sewer Water
Fund Fund Total
Current Capital: $ $ $
Contributions 0 0 0
Transfers 0 0 0
Property, Plant, and
Equipment
Additions 0 16850 16850
Deletions 0 0 0
Net Working Capital 549 (7788) (7239)
Total Assets 549 208572 209121
Bonds and Other Long-Term
Liabilities 0 0 0
Payable from Operating Revenues 0 0 0
Payable from Other Sources 0 0 0
Total Equity 549 155516 156065
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2005

NOTE L - SUBSEQUENT EVENTS

Subsequent eventsg have a material effect on
the financial statements which requires
adjustment or disclosure.

that date.

At figcal Year ended March 31, 2005, there
were no subsequent évents that would have a
significant affect on the Township'sg
operations.

NOTE M - COMMITMENTS AND CONTINGENCIES
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IL TOWNSHIP OF STAMBAUGH

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

YEAR ENDED MARCH 31, 2005
FINAL
ORIGINAL AMENDED
BUDGET BUDGET ACTUAL
REVENUES
General property taxes $ 32,500 $ 32500 $ 64,851
Other local taxes / administration
fees - - 18,301
Licenses, permits, and fees 1,500 1,500 1,850
Sale of Property - - -
Use of money and property 2,500 2,500 4,498
Charges for services - tax
collection - - 8,233
Miscellaneous - - 237
Federal Sources - - 11,318
State Sources 70,000 70,000 90,200
TOTAL REVENUE 106,500 106,500 199,488
EXPENDITURES
General government 80,400 80,400 72,814
Legisiative 32,700 32,700 17,400
Township property 70,000 70,000 29,939
Public Works 149,106 149,106 105,107
Cemetary 12,000 12,000 9,984
Public Safety 20,000 20,000 19,000
Recreation and Culture 1,160 1,160 -
Capital Outlay 5,000 5,000 3,218
TOTAL EXPENDITURES 370,366 370,366 257,462
OTHER FINANCING SOURCES (USES
Operating transfers in - - -
Operating transfers out - - -
—_—
TOTAL OTHER FINANCING
SOURCES(USES) - - -
NET CHANGE IN FUND BALANCE (263,866) (263,866) (57,974)
FUND BALANCE, APRIL 01 735,962 735,962 735,962
—_—t0, 50
FUND BALANCE, MARCH 31 $ 472,096 $ 472,096 $ 677,988

The notes to the financial statements are an int
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mﬁ TOWNSHIP OF STAMBAUGH

BALANCE SHEET
NON-MAJOR GOVERNMENTAIL FUND

MARCH 31, 2005

ASSETS
Cash and Deposits $ 1,699
TOTAL ASSETS $ 1,699
LIABILITIES AND FUND EQUITY
LIABILITIES
Accrued Benefits 21
FUND EQUITY
Fund Balance - Reserved for Liquor Law Enforcement 1,678
TOTAL LIABILITIES AND FUND EQUITY $ 1,699




TOWNSHIp OF STAMBAUGH

REVENUE

SI=VENUE
lntergovemmental

TOTAL REVENUE
EXPENDITURES
== SRITURES
Current
Public safety
TOTAL EXPENDITURES

Excess (Deficiency) of Revenues
Over Expenditures

FUND BALANCE - BEGINNING oF YEAR

FUND BALANCE - END OF YEAR

YEAR ENDED MARCH 31,

2005

E

$

Liquor Law

nforcement Fund
=——=tment Fund

$ 1678

——t

$

$ 1678

1,460

1,460

218

1,460

1,678

g Ort.
f Ilallclal Statelllents n int ra p
T n e 1 are a e

a7
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TOWNSHIP OF STAMBAUGH

—

COMBINING STATEMENT OF REVENUES, EXPENDITURES ’
ALL PROPRIETARY FUND TYPES

FISCAL YEAR ENDED MARCH 31, 2005

OPERATING REVENUES

Charges for Services
Other Revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Salaries

Fringe Benefits
Contract Services
Supplies

Utilities

Repairs & Maintenance
Equipment Rental
Truck Expenses
Water Purchases
Depreciation
Mileage

Fees

TOTAL OPERATING EXPENSES

Operating Income (Loss)

NON-OPERATING INCOME
=T ERATING INCOME

Interest Income

Net Income (Loss)

RETAINED EARNINGS, APRIL 1

RETAINED EARNINGS, MARCH 31

AND CHANGES IN RETAINED EARNINGS

WATER SEWER
FUND FUND TOTAL
$ 137,280 $ 7,253 $144,533
1,738 - 1,738
$ 139,018 $ 7,253 $146,271
26,494 - 26,494
15,800 - 15,800
13,581 6,704 20,285
12,614 - 12,614
13,550 - 13,550
6,955 - 6,955
3,533 - 3,533
4,062 - 4,062
10,514 - 10,514
311 - 311
25 - 25
$ 107,439 $ 6,704 $114,143
31,579 549 32,128
2,427 - 2,427
34,006 549 34,555
121,510 - 121,510

$ 155516
_————

$ 549

$156,065




m, TOWNSHIP OF STAMBAUGH

BALANCE SHEET
GENERAL FUND

MARCH 31, 2005

ASSETS
Cash and Deposits
Taxes Receivable
Due from Other Funds

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

LIABILITIES

Accrued Benefits
Deferred Revenue

TOTAL LIABILITIES
FUND EQUITY
Fund Balance - Unreserved

TOTAL LIABILITIES AND FUND EQUITY

The notes to the financial statements are an integral part of this report.
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$614,220
5,932

75,676

$695,828

739

17,101

17,840

677,988

$695,828




[‘, TOWNSHIP OF STAMBAUGH

STATEMENT OF REVENUES
ACTUAL AND BUDGET - GENERAL FUND

FISCAL YEAR ENDED MARCH 31, 2005

VARIANCE
FAVORABLE
ACTUAL BUDGET UNFAVORABLE

REVENUES
Taxes

Property Taxes $ 60,030 $ $

Penalties and Interest on Taxes 2,074

Administration Fees 18,301

Commercial Forest / Swamp Tax 2,747

Total Taxes 83,152 32,500 50,652
Federal Sources
—=teral vources

Schools and Roads Grant 11,318

Total Federal Sources 11,318 - 11,318
State Shared Receipts
=== Nared Keceipts

Sales Tax 86,788

Metro Act 3,412

Total State Shared Receipts 90,200 70,000 20,200
Rental

Hall 840

Total Rental 840 500 340
Other Revenue

Building Permits / Zoning Fees 1,850

Summer Tax Collection Fee 8,233

Parks and Recreation 237

Miscellaneous 2,873

Total Other Revenue 13,193 1,500 11,693
Interest 785 2,000 (1,215)
TOTAL REVENUE $199,488 $106,500 $ 92,988

The notes to the financial Statements are an integral part of this report.
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TOWNSHIP OF STAMBAUGH

STATEMENT OF EXPENDITURES - GENERAL FUND
ACTUAL AND BUDGET

FISCAL YEAR ENDED MARCH 31, 2005

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
LEGISLATIVE
=3LAIIVE
Township Board
Salaries $ 3,755 $ - $ -
Fringe Benefits 287
Printing and Pubiishing 465
Supplies 328
Accounting 263
Donations 1,159
Dues 1,106
Street Lighting 987
Contract Services 7,802
Miscellaneous 1,248
Total Township Board 17,400 32,700 15,300
TOTAL LEGISLATIVE 17,400 32,700 15,300
GENERAL GOVERNMENT
Supervisor
Salaries 10,700
Fringe Benefits 819
Supplies 118
Mileage 448
Total Supervisor 12,085 13,000 915
Assessor
Salaries 9,430
Fringe Benefits 721
Supplies and Mileage 925
Total Assessor 11,076 12,000 924
Elections
Salaries 1,021
Supplies 515
Printing and Publishing 163
Total Elections 1,699 1,700 1
Clerk
Salaries 13,430 - -
Fringe Benefits 1,027
Supplies 498
Mileage 798
Total Clerk $ 15,753 $ 16,000 $ 247




,L TOWNSHIP OF STAMBAUGH

STATEMENT OF EXPENDITURES - GENERAL FUND
ACTUAL AND BUDGET
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2005

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
GENERALGOVERNMENT(Cmﬂhued[
Treasurer
Salaries $ 17,313 $ - $ -
Fringe Benefits 1,324
Supplies 2,363
Tax Collection Expense 5,545
Printing and Publishing 30
Total Treasurer 26,575 30,000 3,425
Board of Review
Salaries 756
Fringe Benefits 58
Total Board of Review 814 1,200 386
Compensation Commission
Salaries 375
Fringe Benefits 29
Total Compensation Commission 404 500 96
Zoning Board
Salaries 3,143
Fringe Benefits 240
Publishing/Printing 160
Supplies 14
Mileage 851
Total Zoning Board 4,408 6,000 1,592
TOTAL GENERAL GOVERNMENT $ 72,814 $ 80,400 $ 7,586

The notes to the financial statements are an integral part of this report.
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TOWNSHIP OF STAMBAUGH

STATEMENT OF EXPENDITURES - GENERAL FUND
ACTUAL AND BUDGET
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2005

VARIANCE
~ FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
TOWNSHIP PROPERTY
Township Hall

Salaries 10,975 - -

Fringe Benefits 840

Supplies 2,901

Repairs and Maintenance 401

Utilities 1,703

Contracted Services 16

Insurance 11,151

Telephone 1,952

Total Township Halil 29,939 70,000 40,061
TOTAL TOWNSHIP PROPERTY $ 29,939 $ 70,000 $ 40,061
CEMETERY

Contracted Services $ 9,984 $ - $ -
TOTAL CEMETERY 9,984 12,000 2,016
PUBLIC WORKS

Contract Services 105,107
TOTAL PUBLIC WORKS 105,107 149,106 43,999
PUBLIC SAFETY

Fire Protection 19,000
TOTAL PUBLIC SAFETY 19,000 20,000 1,000
RECREATION & CULTURE - 1,160 1,160
CAPITAL OUTLAY 3,218 5,000 1,782
TOTALEXPENDHURES $257,462 $370,366 $ 112,904

The notes to the financial Statements are ap integral part of this report.
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TOWNSHIP OF STAMBAUGH

BALANCE SHEET
LIQUOR Law ENFORCEMENT FUND

MARCH 31, 2005

ASSETS
Cash and Deposits $ 1,699
TOTAL ASSETS $ 1,699
LIABILITIES AND FUND EQUITY
LIABILITIES
Accrued Benefits 21

FUND EQUITY

Fund Balance - Reserved for Liquor Law Enforcement 1,678
TOTAL LIABILITIES AND FUND EQUITY $ 1,699




“

IL TOWNSHIP OF STAMBAUGH

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND EQUITY
ACTUAL AND BUDGET - LIQUOR LAW ENFORCEMENT FUND

FISCAL YEAR ENDED MARCH 31, 2005

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
REVENUES
State Sources
Grant $ 1678 $ 1,678 $ -
TOTAL REVENUES 1,678 1,678 -
EXPENDITURES
Public Safety
Salaries 1,330
Fringe Benefits 102
Supplies 28
TOTAL EXPENDITURES 1,460 2,036 576
Excess of Revenues Over
(Under) Expenditures 218 (358) 576
Other Financing Sources (Uses)
Operating Transfers In - - -
Excess of Revenues and Other
Financing Sources Over
(Under) Expenditures and
Other Financing Uses 218 (358) 576
FUND EQUITY, APRIL 1 1,460
FUND EQUITY, MARCH 31 $ 1,678

The notes to the financial statements are an integral part of this report,
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" TOWNSHIP OF STAMBAUGH

BALANCE SHEET
WATER FUND

MARCH 31, 2005

ASSETS

Cash and Deposits
Accounts Receivable

Due from Other Funds
Buildings & Equipment
Accumulated Depreciation

TOTAL ASSETS
LIABILITIES & FUND EQUITY
LIABILITIES

Accounts Payable
Accrued Benefits
Due to Other F unds

TOTAL LIABILITIES

FUND EQUITY
Retained Earnings

TOTAL LIABILITIES AND FUND EQUITY

$ 28,120
17,148

278,342

1115,038!

$ 208,572

848
5,145
47,063

$ 53,056

155,516

S 208572



[47 "TOWNSHIP OF STAMBAUGH

.

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN RETAINED EARNINGS

WATER FUND

FISCAL YEAR ENDED MARCH 31,

OPERATING REVENUES
Charges for Services

Other Revenue
TOTAL OPERATING REVENUES

OPERATING EXPENSES
Salaries
Fringe Benefits
Contract Services
Supplies
Utilities
Repairs & Maintenance
Equipment Rental
Truck Expenses
Water Purchases
Depreciation
Mileage
Fees

TOTAL OPERATING EXPENSES
Operating Income (Loss)

NON-OPERATING INCOME
Interest Income

Net Income (Loss)
RETAINED EARNINGS, APRIL 1

RETAINED EARNINGS, MARCH 31

The notes to the financial statements are an integral part of this report.
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2005

$137,280

1,738

$139,018

26,494
15,800
13,581
12,614
13,550

6,955
3,533
4,062
10,514
311
25

—————

$107,439

31,579

2,427

34,006

121,510

$ 155,516
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TOWNSHIP OF STAMBAUGH

STATEMENT OF CASH FLOWS
WATER FUND

FISCAL YEAR ENDED MARCH 31, 2005

CASH FLOWS FROM (USED BY)

OPERATING ACTIVITIES

Net cash received from fees and services $ 128,322

Other operating revenues 1,738

Cash payments to employees for services (42,678)

Cash payments to goods and services (56,503)

Other operating expenses -
NET CASH FROM OPERATING ACTIVITIES $ 30,879

NON CAPITAL AND FINANCING ACTIVITIES
(Increase) decrease in due from other funds -
Increase (decrease) in due to other funds (1,954)
Net operating transfers in (out) -
NET CASH FROM NON CAPITAL AND FINANCING
ACTIVITIES $ (1,954)

CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition and construction of capital assets (16,949)
Principal payment on long-term bonds -

Interest paid on long-term bonds -

Interest and tax expense -

Proceeds from borrowings -

Contributed capital grants -

—_—
NET CASH USED BY CAPITAL AND RELATED
FINANCING ACTIVITIES $ (16,949)
INVESTING ACTIVITIES
Interest Income 2,427
—_— L
NET CASH FROM INVESTING ACTIVITIES $ 2,427
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 14,403
Cash and Cash Equivalents, Beginning of Year 13,717
—_—
Cash and Cash Equivalents, End of Year $ 28,120

The notes to the financial statements are an integral part of this report.
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[, TOWNSHIP OF STAMBAUGH

STATEMENT OF CASH FLOWS
WATER FUND
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2005

CASH FLOWS FROM OPERATING
ACTIVITIES

Operating Income (Loss) $ 31,579
Adjustment to reconcile operating

income to net cash provided by

operating activities:

. Depreciation 10,514
- Provision for uncollectible accounts -
- Changes in assets and liabilities :
(Increase) Decrease in accounts receivable (8,958)
Increase (Decrease) in accounts payable (1,872)
Increase (Decrease) in deferred revenue -
Increase (Decrease) in customer deposits -

Increase (Decrease) in accrued benefits 384
NET CASH FROM OPERATING ACTIVITIES $ 30,879

The notes to the financial Statements are an integral part of this return.
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[47 TOWNSHIP OF STAMBAUGH

BALANCE SHEET
SEWER FUND

MARCH 31, 2005

ASSETS
Cash and Deposits $ (286)
Accounts Receivable 789
Due from Other Funds 46
TOTAL ASSETS $ 549
FUND EQUITY
Retained Earnings 549
TOTAL LIABILITIES AND FUND EQUITY $ 549

The notes to the financial statements are an integral part of this report.
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TOWNSHIP OF STAMBAUGH jl

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN RETAINED EARNINGS
SEWER FUND

FISCAL YEAR ENDED MARCH 31, 2005

OPERATING REVENUES
Charges for Services $ 7253
TOTAL OPERATING REVENUES $ 7253
OPERATING EXPENSES
Contract Services 6704
TOTAL OPERATING EXPENSES $ 6704
Operating Income (Loss) 549

NON-OPERATING INCOME

Interest Income 0
Net Income (Loss) 549
RETAINED EARNINGS, APRIL 1 0
RETAINED EARNINGS, MARCH 31 $ 549




TOWNSHIP OF STAMBAUGH

|

STATEMENT OF CASH FLOWS
SEWER FUND

FISCAL YEAR ENDED MARCH 31, 2005

CASH FLOWS FROM (USED BY)

OPERATING ACTIVITIES

Net cash received from fees and services
Other operating revenues

Cash payments to employees for services
Cash payments to goods and services
Other operating expenses

NET CASH FROM OPERATING ACTIVITIES

NON CAPITAL AND FINANCING ACTIVITIES
(Increase) decrease in due from other funds
Increase (decrease) in due to other funds

Net operating transfers in (out)

NET CASH FROM NON CAPITAL AND FINANCING
ACTIVITIES

CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets
Principal payment on long-term bonds

Interest paid on long-term bonds

Interest and tax expense

Proceeds from borrowings

Contributed capital grants

NET CASH USED BY CAPITAL AND RELATED
FINANCING ACTIVITIES

INVESTING ACTIVITIES
Interest Income

NET CASH FROM INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

113

$ 6,464
(6,70‘;)

$ (240)
(46)

$ (46)
$ -
$ -
(286)

$ (286)

The notes to the financial statements are an integral part of this report.




IL TOWNSHIP OF STAMBAUGH

STATEMENT OF CASH FLOWS
SEWER FUND
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2005

CASH FLOWS FROM OPERATING
ACTIVITIES

Operating Income (Loss)

Adjustment to reconcile operating
income to net cash provided by
operating activities:

. Depreciation

- Provision for uncollectible accounts

. Changes in assets and liabilities :
(Increase) Decrease in accounts receivable
Increase (Decrease) in accounts payable
Increase (Decrease) in deferred revenue
Increase (Decrease) in customer deposits
Increase (Decrease) in accrued benefits

NET CASH FROM OPERATING ACTIVITIES

The notes to the financial statements are an integral part of this report.
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TOWNSHIP OF STAMBAUGH

STATEMENT OF ASSETS AND LIABILITIES
TRUST AND AGENCY FUND

FISCAL YEAR ENDED MARCH 31, 2005

BALANCE BALANCE
4/1/2004 ADDITIONS DEDUCTIONS 3/31/2005
ASSETS
Cash $109.819 $1.857.340 $ 1,865,006 102,153
TOTAL ASSETS $109,819 $1,857,340 $ 1,865,006 $102,153
LIABILITIES
Due to General Fund 25,125 75,574 72,040 28,659
Due to County 25,207 898,734 907,063 16,878
Due to Schools 26,561 706,994 722,834 10,721
Due to Other 32,584 118,762 106,636 44,710
Due to Library 342 57,276 56,433 1,185
TOTAL LIABILITIES $109,819 $1,857,340 $ 1,865,006 $102,153




INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
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DS Rostagno, CPA, P.C.

101 West Maple Street, Iron River, MI 49935
Tel (906) 265-1040 Fax (906) 265-1042

Honorable Supervisor and Township Board
Township of Stambaugh
Caspian, Michigan 49915

information of the Township of Stambaugh, as of and for the Year ended March 31,
2005, which collectively comprise the Township of Stambaugh’ g basic financial
statements, ang have issued our report thereon dated July 20, 2005. We conducteg
our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Township of
Stambaugh’ s financial statements are free of material misstatement, we performed
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Compliance and Other Matters (Continued)

This report is intended solely for the information and use of the audit
committee, management, the Board, and federal awarding agencies and bass-through
entities, and it is .not intended to be, and shoulqd not be, used by anyone other
than these specified parties.

Dianne §S. Rostagno
DS ROSTAGNO, CpPA, P.C.

July 20, 2005
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DS Rostagno, CPA, P.C.

101'Wémtbﬂqdeﬂunmt,lhnzlﬁvan MI 49935
Tel (906) 265-1040 Fax (906) 265-1042

Honorable Supervisor and Township Board
Township of Stambaugh
Caspian, Michigan 49915

However, during our audit, we noted certain matters involving the internal
control structure and other operational matters that are bresented for your
consideration. This letter does not affect our report dated July 20, 2005, on
the financial statements of the Township of Stambaugh. we will review the status
of these comments during our next audit engagement . Our comments and
recommendations, which have been discussed with Township officials, are intended
to improve the internal control structure or result in other Operating
efficiencies. We will be Pleased to discuss thege comments in further detail at
your convenience or to assist you in implementing the recommendations. our

** Problem
Public Act 196 of 1997 requires that the Township adopt a formal investment
policy for Township investment of surplus funds.

The Township has failed to adopt such a policy.
Recommendation

The Township should adopt a formal investment policy in accordance with statutory
provisions ag provided in P.A. 196 of 1997.

I wish to thank the Township's Clerk and Treasurer for their support and
assistance during our audit.

Dianne S. Rog gno
DS ROSTAGNO, CpPaA, P.C.

July 20, 2005




DS Rostagno, CPA, P.C.

101 West Maple Street, Iron River, MI 49935
Tel (906) 265-1040 Fax (906) 265-1042

July 20, 2005

Honorable Supervisor and Township Board
Township of Stambaugh
Caspian, Michigan 49915

We have audited the financial statements of the Township of Stambaugh for the
year ended March 31, 2005, and have issued our report thereon dated July 2o,
2005. Professional Standards require that we provide you with the following
information related to the audit:

Our Responsibility under Generally Accepted Auditing Standards and
Government Auditing Standards

As stated in our éngagement letter dated February 02, 2005, our
responsibility, gas described by professional standards, is to plan
and perform the audit to obtain Teasonable, but not absolute,
assurance about whether the financial statements gagre free of
material misstatement. Because an audit is designed to pProvide
reasonable, but not absolute assurance and because we did not
perform a detailed €xamination of zl] transactions, there is a risk
that material eérrors, fraud, or other illegal acts may exist and not
be detected by us.

As part of the audit, we considered the internal control of the
Township of Stambaugh. Such considerationg were solely for the
purpose of determining the audit pProcedures and not to provide any
assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the
financial statements are free of material misstatement, we performed
tests of the Township of Stambaugh'sg compliance with certain
Provisions of laws, regulations, contracts, and grants. However,
the objective of Our tests was not to provide an opinion on
compliance with such Provisions.

Significant Accounting Policies

policies. 1In accordance with the terms of our eéngagement letter, we will advise
management about the appropriateness of accounting policies and their
application. The significant accounting policies used by the Township of




Page Two

policies adopted and the a i i isti icies was not changed during
this year. We noted no transactiong €ntered inte by the Township of Stambaugh

Professionag] standards, we are required to inform you, or transactions for which

There were no sensitive estimates affecting the financial Statements gag
Dresented.

Audit Adjustmentg




Page Three
COnsultations with Other Independent Accountantg
In some Caseg, management may decide to consult with other accountantg about

the type of auditor'g Opinion that may be €xpressed on those Statements, our
professiongl standardg require the consulting accountant to check with us to
determine that the Consultant hag all the relevant facts. o our knowledge,

accounting Principles and auditing Standards, with management each Year prior to
retention ag the Township of Stambaugh's auditorsg. However, these discussions
occurred in the normal course of our pProfessiona] relationship and our responseg

Difficulties Encountered in Performin the Audit

We €ncountered ng significant difficulties in dealing with Management ip
performing the audit,

Very truly yours,
Dianne S. Rog agno
DS ROSTAGNO, CPA, p.c.






